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in the long-term financial position of the firm. Net worth/
bank credit showed a fluctuating trend but the application of
the semi-average method a falling trend i.e., decreased in the
amount of net worth relative to bank credit (Section-C, Table
4.6). Net worth / fixed assets (Section-D, Table 4.6) decreased
from 1.00 in 1978 to 0.56 in 1982 i.e., 56% of the fixed assets
were financed by owners* funds. Net worth to net sales
(Section-E, Table 4.6) indicated that only 15% of net sales
were financed by net worth in 1982. Long-term liabilities /
total assets decreased from 0.48 in 1978 to 0.15 in 1982, which
denoted less dependence on long-term liabilities to finance
total assets (Section-F, Table 4.6). This was a positive sign
regarding financial stability in the long-run. Total outside
liabilities / total assets (Section-G, Table 4.6) decreased from
L08 in 1978 to 0,88 in 1982 implying the ability of the firm to
decrease outside liabilities which improved the financial strength
of the firm in the longrun. Attainment of a break-even point
even in 1978 (Section-A (ii) and B (ii), Table 4.5) further
increased the financial stability of the firm.
Debt / equity ratio (Section-A, Table 4.6) for Firm-VII
showed a worsening trend. In 1982 per every unit of equity,
the debt was 11.93 i.e., debt was nearly 12 times to equity.
But the value of net worth/long-term liabilities was increasing
whereas net worth / bank credit, decreasing (Section-B and C,
Table 4.6). This indicated that the worsening debt / equity
ratio was not because of an increase in the long-term liabilities
but due to short-term debt (bank credit). A falling trend in
net worth / fixed assets (Section-D, Table 4.6) implied that
only 1% sales were financed by net worth (net worth/net sales)
in 1982 but long-term liabilities / total assets snowed a decreas-
ing trend and was only 0.02 in 1982 implying that only 2% of
total assets were financed by long-term liabilities (Section-F,
Table 4.6). This implied less & less dependence on long-term loans
but a worsening debt / equity ratio implied increasing debt in
relation to equity. It meant that the increase in the debt was
due to an increase in the short-term liabilities, However, a
falling trend in the ratio of total outside liabilities / total assets
implied lessening debt in relation to total assets and the value
of this ratio was less than one in 1981 and 1982. This was a
positive symptom as to the longrun solvency of the firm. This